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TAXATION  IN  ILLINOIS 


Illinois  is  the  third  State  in  the  Union  in  population  and  m 
manufacturing;  it  contains  the  second  largest  city  in  the  United 
SUtes  and  many  other  important  cities ;  and  in  its  complex  social 
and  industrial  Hfe  it  must  be  classed  with  the  most  highly  devel- 
oped communities  in  the  country.  Yet  the  forms  and  methods  of 
taxation  are  still,  for  the  most  part,  those  which  originated  m 
the  times  of  its  pioneer  settlement ;  and  reached  substantially  the 
present  stage  of  development  when  the  state  was  stiU  mainly  agri- 
cultural and  when  the  mining  and  manufacturing  industries  and 
corporate  forms  of  business  organization  were  only  beginning. 

The  principal  basis  of  taxation  for  state,  county  and  municipal 
purposes  is  the  general  property  tax,  prescribed  by  the  state  con- 
stitution; and  the  valuation  of  property  for  taxation  is  made 
under  a  law  which  now  openly  provides  for  assessment  at  a  fraction 
of  the  fair  cash  value.    Assessments  are  determined  mainly  by 
township  and  county  officials,  with  practically  no  administrative 
supervision  by  state  officials ;  and  a  compUcated  statute  regulating 
the  aggregate  tax  levy  is  practically  ignored  in  most  counties. 
Baikoad  property  and  the  capital  stock  of  some  classes  of  coi- 
potations  are  assessed  by  a  state  board  of  equalization,  whose  or- 
ganization and  powers  are  by  no  means  adequate.    There  are 
some  sources  of  revenue,  in  addition  to  the  general  property  tax: 
by  contract,  the  Illinois  Central  Railroad  pays  to  the  State  seven 
per  cent  of  the  gross  earnings  from  its  original  charter  lines,  and 
these  lines  are  exempt  from  the  general  property  tax.   The  state 
also  receives  some  revenue  from  a  tax  on  insurance  premiums,  from 
corporation  fees,  from  a  tax  on  inheritances,  and  small  amounts 
from  misceUaneous  fees.   Local  districts  also  have  some  revenue 
from  fees,  licenses  and  special  assessments. 

Legislation 

A  brief  historical  sketch  wiU  show  that  the  present  situation 
has  developed  mainly  by  chance  and  with  no  definite  steps  toward 
a  systematic  scheme  of  taxation  adapted  to  present  conditions. 
The  first  state  constitution  definitely  provided  for  a  general  prop- 
erty tax;  and  the  eaiiy  methods  of  assessment  and  collection  were 
regulated  by  various  sUtutes.  An  act  of  18«7  provided  for  a 
state  tax  on  lands,  which  were  grouped  in  three  classes,  and  au- 
thorized a  ceuaty  tax  on  town  lots  and  a  few  specified  classes  of 
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tangible  personal  property.  The  Eeyised  Stetates  of  1845  defi- 
nitely classified  property  into  r*al  and  ptftoiud,  and  provided  for 

assessments  by  the  county  treasurers.  In  the  second  state  c<m8ti- 
tutioo,  adopted  in  184i8,  the  brief  provision  on  taxation  in  the 
first  constitution  was  expanded  into  an  article  of  six  sections. 
This  made  more  explicit  the  requirements  for  the  general  property 
tax  on  a  uniform  basis,  specified  and  thus  lifliited  the  property 
which  might  be  exempted,  and  authorized  certain  special  taxes. 
With  the  introduction  of  township  government  after  184!8,  the 
local  assessment  of  property  was  further  decentralized  and  trans- 
ferred to  the  town  assessors  in  counties  with  township  organisa- 
tion. Acts  of  1853  and  1855  prescribed  in  more  detail  the  rules 
for  listing  and  valuing  property. 

During  the  first  decade  after  the  close  of  the  civil  war,  Uhnois 
took  the  lead  in  enacting  legislation  mtended  to  meet  the  condi- 
tions of  the  new  industrial  and  corporate  era,  which,  in  this  state, 
was  just  beginning.  Not  the  least  important  measures  were  those 
dealing  with  taxation ;  and  while  these  have  fallen  short  of  the  needs 
of  later  times,  they  were  a  serious  effort  to  meet  the  new  ctmiHtions. 
The  activity  of  these  years  olFers  a  marked  contrast  to  the  long 
period  of  stagnation  and  retrogression  which  followed.  In  1867  a 
state  board  of  equalization  was  established,  for  equalizing  the 
aggregate  valuations  of  counties.  Of  more  importance  were  the 
numerous  changes  in  the  article  on  revalue  in  the  third  state 
constitution,  adopted  in  1870.  The  uniform  taxation  of  all  prop- 
perty  was  again  required;  but  the  special  taxation  of  insurance, 
telegraph  and  express  Imsiness  and  corporations  was  authorized, 
as  well  as  special  assessmaits  in  cities;  while  limitaticms  were 
placed  on  local  indebtedness  and  the  county  tax  rate. 

Following  the  adoption  of  the  new  constitution,  a  general  revi- 
sion of  ihe  revenue  law  was  onacted  in  187«,  which  still  forms  the 
basis  of  the  system  of  assessment  and  collection.  This  act  con- 
tinued the  system  of  local  assessment  by  town  and  county  officers 
for  most  property ;  and  further  elaborated  the  rules  for  listing  and 
valuing  prop^y,  increasing  the  number  of  the  specified  items  of 
personal  property  reqinred  to  be  scheduled.  It  further  provided 
for  the  review  and  equalization  of  original  assessments  by  the 
county  boards.  It  also  reorganized  the  state  board  of  equaliza- 
tion, and  gave  to  it,  in  addition  to  its  power  of  equalizing  county 
vahiations,  the  more  important  additimial  duty  of  aMessiag  rafl- 
road  property  and  the  capital  stock  of  Illinoie  oorporationi.  At 
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the  outset  the  administration  of  the  new  law  was  undertaken  ener- 
getically by  both  local  and  state  officials.  The  assessed  valuation 

of  taxable  property  had  been  steadily  declining  in  proportion  to 
true  value.  In  1850  the  assessed  valuation  had  been  more  than 
two  thirds  of  the  census  estimate  of  true  value;  but  in  1870  the 
assessed  valuation  was  only  a  fourth  of  the  census  estimates  of 
true  value,  and  in  1872  the  total  assessed  valuation  of  $500,000 
000  was  but  little  more  than  in  1870.  In  1873  the  local  valuations 
showed  an  increase  of  about  240  per  cent,  to  $1,210,000,000. 
These  local  valuations  were  in  turn  subjected  to  a  more  rigorous 
readjustment  by  the  reorganized  state  board  of  equalization  than 
in  any  previous  year.  The  aggregate  valuation  of  every  county  in 
the  state  was  altered,  in  some  cases  being  more  than  doubled  and  in 
others  cut  down  nearly  one  half.  The  state  board's  first  assess- 
ment of  railroad  property  increased  the  assessed  valuation  of  such 
property  more  than  five  times^  from  $25,000,000  to  $133,000,000; 
while  the  assessment  of  capital  stock  of  Illinois  corporations,  other 
than  railroad  companies,  added  $20,000,000  to  the  total  valua- 
tion of  property  in  the  state.  The  total  equalized  valuation  for 
1873  was  $1,355,000,000,  nearly  three  times  that  for  1872.  The 
state  tax  rate  was  reduced  about  one  half,  and  produced  a  million 
dollars  more  revenue;  the  average  total  tax  rate  for  all  purposes 
was  reduced  about  one  third,  and  the  tax  revenue  for  state  and 
local  purposes  increcsed  about  two  million  dollars. 

The  reaction  set  in  promptly.  Already  in  1874  the  local  valua- 
tions were  10  per  cent  less  than  in  1873;  and  the  state  board's 
assessments  of  raihroad  property  and  capital  stock  were  40  per 
cent  less.  By  1880  the  local  assessments  had  been  reduced  to  60 
per  cent  of  the  figures  of  1873,  railroad  property  was  but  35  per 
cent,  and  the  capital  stock  of  corporations  only  10  per  cent  of 
the  figures  for  1878.^  The  total  equalized  valuation  of  property 
in  1880  was  $786,000,000,  about  the  same  fraction  (one  fourth) 
of  the  census  estimates  of  true  value  as  in  1870.  The  state  tax 
rate  for  1880  was  the  same  as  in  1873,  and  the  tax  revenue  less 
than  before  1870.  The  average  total  tax  rate  was  about  double 
that  for  187S ;  and  the  total  tax  revenue  for  state  and  local  pur- 
poses was  less  in  proportion  to  the  true  value  of  property  than 
before  1870. 

"nw  small  assessment  for  capital  tkotSk  of  oorpomtkms  was  doe  in  part  to 
the  amendment  of  the  revenue  law  so  as  to  except  certain  dasaes  of  corpom- 

tions  from  assessment  by  the  state  board. 
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For  nearly  twaity  years  following  1880  the  administration  of 
the  revenue  laws  steadily  deteriorated.  I>aring  a  period  of  rapid- 
ly increasing  values,  the  total  assessed  valuation  of  property  in 
Illinois  remained  practically  stationary,  standing  in  1898  at 
$778,000,000,  $8,000,000  less  than  in  1880.   The  assessed  valua- 
tion of  town  and  city  lots,  and  to  a  less  degree,  of  raibroad  prop- 
erty showed  some  increase  during  this  period ;  but  the  valuation  of 
rural  lands  and  of  personal  property  in  1898  was  considerably 
kss  than  in  1880,  and  less  than  half  of  the  valuation  of  these  class- 
es in  1878.   This  situation  was  due  to  the  action  of  both  local 
assessors  and  the  state  board  of  equalisation ;  while  the  latter  body 
steadily  decreased  both  in  extent  and  amount  the  changes  made 
in  equalizing  the  county  valuations.    Even  if  the  stationary  and 
declining  valuations  had  hem  uniformly  distributed  over  all  classes 
of  property  and  the  property  of  afl  the  taxpayers,  the  increased 
tax  rates  which  these  undervaluations  made  necessary  were  clearly 
misleading.    While  the  tax  rates  were  rising,  a  comparison  of  the 
taxes  levied  with  the  census  estimates  of  the  true  value  of  property 
in  Illinois  indicates  that  the  average  burden  of  the  general  prop- 
erty tax  for  state  and  local  purposes  in  1890  was  approxi- 
mately 30  per  cent  less  than  in  1870,  and  about  the  same  as  in 
1860.  But  there  can  be  little  doubt  that  the  undervaluations  were 
not  uniformly  or  equitably  distributed;  and  that  some  property 
was  taxed  much  more  in  proportion  to  its  value  than  other  prop- 
erty.  Even  in  the  case  of  real  estate  there  were  important  varia- 
ti<ms  between  different  counties  in  the  ratio  of  assessment  to  value ; 
while  the  assessment  of  personal  property  was  largely  guesswork, 
and  in  some  districts  intan^le  personalty  was  practically  not 
taxed  at  all. 

Following  the  twenty-five  years  of  steadily  deteriorating  admin- 
istration of  the  tax  laws,  there  have  been  some  halting  steps  to- 
wards better  conditions.  An  act  of  1898  made  some  important 
changes  in  the  machinery  for  the  assessment  of  property.  This 
recognized  the  practice  of  undervaluation  in  assessments,  and  pro- 
vided that  the  taxable  value  should  be  one  fifth  of  the  "full  value." 
It  gave  the  county  treasurer,  as  supervisor  of  assesspiaits,  in- 
creased powers  of  supervision  over  the  town  assessors  in  counties 
imder  township  organization ;  and  it  reorganized  and  increased  the 
powers  of  the  county  boards  of  review.  In  Cook  county,  an  elec- 
tive board  of  assessors  and  board  of  review  was  established ;  and 
the  town  assessors  in  the  city  of  Chicago  were  abolished.  The 
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assessed  value  of  property  under  this  act  showed  a  consideral^ 
increase  for  1899  over  the  previous  year.  This  was  especially  not- 
able in  Cook  county,  where  the  taxable  value  (one  6^*1^  ^he  "full 
value")  was  more  than  double  fhe  total  assessed  vahie  for  1898. 
After  this,  the  assessed  value  continued  to  mcTease  slowly ;  and  m 
1909,  when  another  act  provided  that  the  taxable  value  should  be 
one  third  of  the  "f  uU  vahie,"  the  assessed  valuations  were  increased 

about  76  per  c«it. 

In  connection  with  the  recent  increase  m  vahiations,  efforts 
have  been  made  to  limit  the  total  tax  rate.   The  act  of  1898  es- 
tablished a  loaxmram  limit  for  counties  of  over  125,000  popula- 
tion; but  this  was  declared  unconstitutionaL   An  act  of  1901, 
known  as  the  Juul  law,  established  a  general  maximum,  and  pro- 
vided that  when  the  aggregate  of  the  rates  levied  by  the  various 
local  authorities  exceeded  five  per  cent  (on  the  one-fifth  value), 
the  county  deik  should  scak  down  the  rates  of  the  several  taxing 
districts.   In  1909,  with  the  change  ia  the  nominal  basis  for  the 
assessment  of  property  from  one  fifth  to  one  third,  a  correspond- 
ing change  was  made  in  the  tax  limit,  and  the  ordmary  maximum 
was  placed  at  three  per  emi.    The  law,  however,  provides  that 
certain  tax  levies  shall  not  be  xeduced  bebw  certain  mmimum 
points,  so  that  the  aggregate  authorized  by  Uw  may  be  consider- 
ably more  than  three  per  cent.   In  practice  the  Juul  law  appears 
to  be  ignored  in  most  counties ;  but  is  followed  in  Cook  county  and 
some  of  the  other  larger  counties. 

Besides  these  changes  in  the  general  property  tax,  there  has 
been  some  recent  legislation  providing  additional  sources  of  state 
revenue.  A  reciprocal  tax  on  insurance  premiums  has  been  author- 
ized since  1869,  and  has  been  enforced  since  1883.  In  1895,  a 
sliding  scale  of  organization  and  other  fees  on  corporations  was 
established.  In  the  same  year  a  tax  on  gifts,  legacies  and  inhen- 
tances  was  authorized;  and  in  1909  this  law  was  amended  and  the 
rates  increased  in  some  cases.  Numerous  other  examination, 
license  and  inspection  fees  have  also  been  established;  but  tiiese 
yield  little  or  no  net  revenue  above  the  cost  of  adnnmstaratimi. 

Adminis  tration 

The  recent  amendments  to  the  revenue  laws  have  brought  about 
some  improvement  in  administration.    But  the  gain  has  been 

slight ;  and  the  defects  and  inadequacy  of  the  present  system  of 
taxation  have  become  more  clearly  evident.    The  local  assessors 
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lack  special  training,  and  are  often  without  experience ;  yet  they 
receive  ao  instnictioiis  or  advice  (other  than  blank  forms  and 
schedules)  and  are  subject  to  no  active  suporviaioB  on  the  part 
of  the  state  officials.  At  the  same  time  they  are  more  or  less 
subject  to  political  influences  and  local  pressure.  Under  these 
CQoditions  it  is  not  surprising  that  the  local  valuations  of  property 
are  not  only  below  the  true  vahie,  but  are  a  cfmsid^^y  smaller 
fraction  of  the  true  value  than  the  one  third  recognized  and 
authorized  by  the  present  law.  Such  under-assessments  lead  di- 
rectly to  an  increase  in  the  nominal  rates  of  taxation;  and  at 
tiie  sune  time  to  a  marked  mequality  in  the  assessment  of  diltereat 
classes  of  property  and  the  property  of  different  tax  payers. 

Real  property  forms  about  75  per  cent  of  the  total  assessed 
valuation  of  property;  and  is  assessed  with  more  approach  to 
uniformity  than  other  {ooperty.  Yet  there  are  evidences  of  con- 
siderable inequalities  and  variations  in  realty  assessments  amon^ 
the  102  counties  in  Illinois.  Comparison  of  the  assessed  valua- 
tions with  the  census  estimates  of  true  value  by  counties  indicates 
that  the  assessed  taxable  value  ranges  from  the  one  third  of  iorue 
value  provided  by  statute  down  to  not  more  than  twmty  per  cent 
of  true  value  in  certain  counties.  This  agrees  with  other  evidence 
that  the  amounts  put  down  for  "full  value"  are  often  not  more 
than  three  fourths  or  .two  thirds  of  the  true  value,  and  are  some- 
times less. 

The  assessment  of  personal  property,  however,  shows  much  more 
serious  inequalities  and  has  not  imfitly  been  called  a  farce.  The 
revenue  law  calls  for  listing  personal  property  on  a  schedule  of 
thirty-six  items;  and  in  rural  districts  these  appear  to  be  oiiea 
filled  out.  But  the  returns  on  tangible  items  show  tiie  most 
whimsical  variations  in  the  average  values  in  different  towns  and 
counties ;  and  the  totals  for  certain  items  indicate  that  assessing 
(rfkials  must  substantially  exmpt  large  amomeits  of  such  prop- 
erty. Jn  the  cities,  personal  property  schedules  appear  to  be  sel- 
dom filed;  and  personalty  assessments  are  largely  guesses  on  the 
part  of  the  assessors. 

Most  glaring  of  aU  are  the  inequalities  in  the  assessmrat  and 
taxation  of  intangible  personal  property,  such  as  moneys  and 
credits,  mortgages,  bonds  and  stocks.  During  the  past  ten  or 
twelve  years,  there  has  been  some  increase  in  the  assessment  of  such 
property.  Yet  it  is  dear  that  only  a  small  portion  is  reached,  and 
that  such  inta^ogible  holdings,  which  are  easily  transferable  and 
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whose  assessment  dapendi  -itirdy  00  statement  by  the  owner, 
cannot  be  uniformly  or  equitably  assessed  imd«  the  geroral 
erfcT  tax.  Moreover,  if  such  property  were  assessed  and  taxed  on 
the  same  basis  as  tangible  property,  the  taxes  at  the  rates  now 
levied  (especially  in  cities)  would  amount  to  an  unjust  confisca- 
tion of  from  one  fourth  to  one  half  of  the  incwne;  «d  m  torn* 
cases  such  extortionate  taxes  are  collected  from  tho«  ^  scW- 
pulously  obey  the  letter  of  the  statutes.  More  often  such  mtan^ 
iible  holdings  eM»pe  taxation  altogether,  the  owners  defending 
fheir  failure  to  report  it,  on  the  groimd  ^  auch  instrum^as 
stocks,  bonds,  notes  and  credits  are  not  in  any  real  sense  property, 
but  are  simply  a  series  of  claims  or  obligations  secured  by  tangibla 
property  subject  to  taxation. 

In  rural  counties  in  Illinois,  mortgaga  appear  to  be  partiaUy 
assessed,  in  some  counties  perhaps  one  fourth  as  complefc^  a. 
real  estete.  But  in  the  cities,  and  especially  m  Chicago,  the  as- 
sessed value  of  moneyB,  credits  and  other  intangible  personalty  is 
obviously  a  much  smaller  fraetinn  of  the  actual  holdmgs.  The 
assessments  for  1909  for  the  entire  sUte,  and  for  CSoek  county,  fof 
tiw  principal  items  of  intangible  property  are  shown  belows— 


Bt«a0  of  Cook 
nibiott  Oomif 

Moneys  of  other  than  bankers,  etc   ''^•M  '^mSu 

Credits  of  bankers,  etc   ULSUMl 

Credits  of  other  th«a  baokerB,  etc  

Bonds  and  stocks  

Shares  of  ci^tal  stock  of  companies  not  of  this  ^^^^^^ 

ShMCS  of  stock  of  sUte  and  national  banks  ....       44,216,278  81M3B8 


The  original  local  valuations  of  property  are  subject  to  altera- 
tion by  the  county  board,  of  wview.   In  Cook  county,  where  a 
special  board  is  provided,  a  good  many  dianges  are  madem 
vidual  assessments,  but  without  remedying  to  any  large  e^^nt  the 
most  serious  defects  of  the  origmal  assessments.    In  the  other 
counties  of  the  state,  the  memben  of  tiie  county  boardsof  rmew 
change  rapidly,  and  the  work  seems  to  be  ev«»  few  effeetwe.  WMa 
a  number  of  individual  assessments  are  increased  and  lowered,  ana 
some  additions  are  made  to  the  total  valuation,  the  alterations  con- 
stitute but  a  fraction  of  ti»  total  a-esmient  for  tiie  county. 

The  experience  of  Illinois  in  the  asseswnent  of  personal,  and 
peciaUy  of  intangible  property,  confirms  the  experience  of  other 
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•bites  with  the  mod«m  highly  developed  and  comply  social  stoic- 
ture.  The  notorious  evasion  of  the  terms  of  the  zevcnue  statutes 

are  too  glaring  to  be  due  simply  to  defects  in  administration ;  and 
while  there  is  room  for  substantial  improvements  in  administration, 
there  is  also  dear  need  lor  more  fundamental  changes  in  the  sjs- 
ton  of  taxation,  which  camiot  be  inlaroduoed  imder  the  presoit  con* 
stitutional  provisions  requiring  the  taxation  of  all  .  property  on  a 
uniform  basis.  Nor  are  the  deficiencies  in  the  local  assessment  of 
property  remedied  or  counterbalanced  by  the  work  of  the  state 
board  of  equaiizatioii.  The  organixatiim  of  this  board  is  not 
adapted  for  eflFective  work,  and  its  powers  are  entirely  inadequate 
to  the  needs  of  the  situation.  It  is  composed  of  the  auditor  of 
public  accounts  and  one  member  elected  from  each  of  the  25  con- 
grcssional  districts  for  terras  of  four  years.  It  nwets  from  August 
to  December  in  each  year  to  equalize  county  valuations  and  to 
assess  railroad  property  and  the  capital  stock  of  Illinois  cor- 
porations. The  large  membership  and  the  elective  character  of 
the  board  and  the  short  time  given  to  its  work  prevent  it  from 
becommg  an  efficient  agent  in  the  administration  of  tiie  tax  laws. 

In  connection  with  its  duty  of  equalizing  the  aggregate  valua- 
tions of  counties,  no  provision  appears  to  be  made  for  any  exam- 
ination into  local  cimditions ;  and  the  equalizations  have  been  at 
best  haphasard  guesses.  During  the  past  twelve  years,  the  state 
board  has  in  fact  made  but  few  changes  in  the  local  assessments ; 
and  for  the  past  two  years  has  made  no  changes  at  all.  The  state 
boards  needs  larger  powers  and  a  more  effective  organization  to 
perform  its  duty  with  any  prospect  of  maUng  an  equital^  ap- 
portionment of  the  state  tax;  it  has  no  power  to  correct  mis- 
takes or  inequalities  in  the  local  assessments  of  individual  tax 
payers. 

The  assessmoit  of  railroad  property  by  the  state  board  also  ap- 
pears to  fall  short  of  what  should  be  done.  The  method  of  deter- 
mining the  valuation  of  such  property  is  not  clearly  indicated.  The 
aggr^ate  valuation  of  railroad  property  in  the  state  has  not  been 
advanced  in  tiie  same  ratio  as  other  property  or  in  proportion  to 
the  increase  of  railroad  eammgs.  The  percentage  of  tues  to 
earnings  paid  by  the  railroads  (on  the  basis  of  the  state  board's 
assessments)  has  declined  from  13  per  cent  of  net  earnings  in 
1890  to  11  per  cent  in  1908,  and  from  4.75  per  cent  of  gross  eam- 
mgs in  1890  to  about  8.6  per  cent  in  1908.  Ja.  the  vateation 
of  railroad  property  was  practically  10  per  cent  of  the  total  val- 
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uation  for  the  state ;  in  1910  it  was  barely  8  per  coit  of  the  totaL 
Moreover  as  between  the  various  railroads  the  ratio  of  taxes  to 
earnings  shows  wide  variations,  some  roads  paying  only  from  6  to 
-r  per  cent  of  net  earnings,  and  one  of  the  most  important  systems 
paying  but  2  per  cent  of  gross  earnings,  or  Uttle  more  than  h^ 
of  the  average  for  all  roads  in  the  state.  There  appears  to  be 
need  at  least  for  a  more  thorough  investigation  of  the  value  of 
railroad  property  in  Illinois  and  its  relation  to  the  value  of  other 

property.  .  — 

In  assessing  the  capital  stock  of  Illinois  corporatiwis,  the  Illi- 
nois state  board  of  equalization  has  a  power  which  might  appear 
to  oifer  an  opportunity  to  meet  some  of  the  deficiencies  in  the  local 
assessment  of  intangible  personalty.  But  in  practice  the  capital 
stock  assessments  have  never  been  of  much  importance,  and  for 
most  of  the  time  have  had  no  significance  at  all   From  1876  to 
1900  the  assessed  vahiation  of  capital  stock  by  the  state  board 
ranged  from  a  minimum  of  $1,606,788  in  1877  to  a  maxmium  of 
$6,956,909  in  1890,  the  amounts  for  1876  and  1900  being  ahnost 
the  same  ($4,802,112  and  $4,808,680).   During  the  last  decade 
the  assessments  have  been  considerably  larger,  as  the  result  of  a 
suit  begun  by  the  Teachers'  Federation  of  Chicago,  which  com- 
pelled the  state  board  to  make  some  assessment  for  the  franchise 
value  of  the  public  utility  companies  in  Chicago.   Fubhc  utility 
companies  elsewhere  in  the  state  are  also  assessed  now  for  smaU 
amounts;  and  a  considerable  number  of  other  corporations  are  also 
placed  on  the  Hst  for  nominal  assessments  of  from  $1,000  to  $10,- 
000  each.  The  total  of  these  capital  stock  assessmmts  from  1901 
to  1908  reached  a  maximum  of  $22,705,627  in  1902  (immediately 
after  the  decision  of  the  United  States  Supreme  Court  m  the  pro- 
ceedmgs  arismg  out  of  the  Teachers'  Federation  suit) ,  but  declined 
to  a  minimum  of  $10,608,000  in  1907.  In  1909  with  the  change  in 
the  basis  of  assessments  from  one  fifth  to  one  third,  the  capital 
Stock  assessments  were  increased  to  $35,394,441 ;  and  these  figures 
wew  somewhat  reduced  in  1910  to  $30,266,148.   These  low  capi- 
tal stock  assessments  are  due  m  part  to  provisions  of  the  revenue 
law  which  exempt  from  the  jurisdiction  of  the  sUte  board  im- 
portant classes  of  corporations  (such  as  those  for  manufacturmg 
minmg  and  mercantile  purposes),  and  in  part  to  the  lack  of  legal 
authority  to  compel  even  the  corporations  subject  to  assessment 
to  file  the  sworn  statements  prescribed  by  tiie  revenue  law.  The 
result  is  that  assessments  are  only  a  small  fraction  of  what  could 
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be  assessed  under  a  more  effective,  law  and  with  mare  effiei^t  ad« 

ministrative  machinery- 
Exact  comparisons  of  the  assessed  and  true  value  of  capital 
stock  cannot  be  made.  But  a  significant  contrast  may  be  noted 
between  the  assessment  in  Illinois  and  similar  Taluations  by  the 
officials  of  another  state.  The  Illinois  assessment  of  $85,000,000 
for  1909  represents  a  supposed  full  value  of  $105,000,000  for  the 
excess  value  of  the  capital  stock  of  Illinois  corporations  above  the 
valoe  of  the  property  assessed  by  local  assenors.  In  the  smysller 
state  of  Massachusetts,  whose  laws  and  regulations  for  the  control 
of  corporations  are  about  the  most  stringent  in  the  United  States, 
the  "corporate  excess"  value  of  the  capital  stock  of  corporations 
in  1909  was  assessed  at  $4S7,643|S30  or  more  than  four  times  that 
in  Illinois.  Again,  a  strikmg  c<mtrast  can  be  shown  between  the 
reports  to  the  Illinois  state  board  of  equalization  and  those  to 
the  United  States  Commissioner  of  Internal  Revenue,  in  connec- 
tion with  the  federal  tax  on  the  net  income  of  corporations  in  Illi- 
nois. The  total  amount  of  capital  stock  reported  to  the  Illinois 
state  board  (including  that  of  corporations  agaiMt  whom  no  state 
assessment  was  made)  was  $480,528,316  in  1909.  A  year  later  (in 
1910)  corporations  with  their  pidncipal  office  in  Illinois  reported 
to  the  Commissioner  of  Internal  Rercnue,  an  aggregate  capital 
stock  of  $8,191,058,968. 

The  net  result  of  the  inadequate  system  of  assessment  and  taxa- 
tion is  an  apparently  high  tax  rate  on  general  property,  an  inequit- 
able distribution  of  the  burden  of  taxation,  and  at  the  same  time  a 
lack  in  public  revenue,  botii  for  the  state  and  for  local  purpmei,. 
which  is  responsible  for  much  of  iMMtieficiency  in  the  scope  and 
efficiency  of  public  activities  in  Illinois  as  compared  with  other 
states.  On  the  face  of  the  returns,  the  average  tax  rate  for  the 
entire  state  increased  from  $8.1S  on  the  $100  in  1880  to  $&iSO 
in  1900.  But  on  the  basis  of  the  census  estimates  of  the  true  value 
of  property,  the  ratio  of  taxes  to  true  value  had  slightly  declined 
between  these  dates;  and  in  1904  (the  last  census  data  available) 
the  ratio  for  all  general  property  taxes  to  estimated  true  vidue  was 
somewhat  lower — sixty-nine  hundredths  of  one  per  cent. 

The  nominal  average  tax  rate  in  1909  was  $3.85,  an  apparent 
decline  since  1900,  due  to  the  change  in  the  legal  basis  of  assess- 
ment from  one  fifth  to  one  third  of  ^^fuU  value."  This  avwa^, 
however,  represents  large  variaticns-^from  $S.^  in  the  county 
witil  the  minimum  average  to  $5.20  in  the  county  with  the  maximum 
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average.  In  some  cities  the  nominal  rate  is  higher  than  the  maxi-  . 
mum  county  average.  But,  recognizing  that  even  real  estate  val- 
uations are  less  than  the  one  third  of  full  value  recognized  by  law, 
and  that  other  property  is  assessed  to  a  smaller  proportion  of  its 
value,  the  average  ratio  of  taxation  to  true  value  of  property  in 
nimois  is  distinctly  less  than  in  other  states  with  which  it  may  be 
classed  in  population  and  urban  development.' 

Nor  is  the  ineffectiveness  of  the  general  property  tax  made  good 
by  other  sources  of  public  revenue.  The  state  treasury  does  re- 
cdive  more  than  a  third  of  its  incraie  from  sources  other  than  the 
general  property  tax.  This  is  a  smaller  proportion  than  in  any  of 
the  North  Atlantic  states,  smaller  even  than  in  some  of  the  states 
in  the  Middle  West.  For  local  districts,  the  only  considerable 
amount  of  ordinary  revenue  received  in  addition  to  the  general 
property  tax  is  that  from  liquor  licaoses  in  cities.  Indeed  the  total 
public  revenue  in  Illinois  is  considerably  smaller  in  proportion  to 
population  and  wealth  than  in  other  important  and  progressive 
states.  As  shown  in  the  table  below,  the  per  capita  revenue  for 
state  purposes  in  Illinois  is  less  than  half  that  in  New  York  and 
Massachusetts,  and  not  two  thirds  of  that  in  Pennsylvania ;  and 
the  per  capita  gross  revenue  of  Illinois  is  only  about  one  half  that 
oi  Wisconsin  and  one  third  that  of  Miimesota. 


Statb  Revbhux  IK  SFBcmxD  States 


70ar 

Total  State 
Revenue 

To  Local  Au- 
thorities 

22M#mM  far 
StaU  P«r- 
po$e$ 

Per  CfapW 

New  York 
Pemtsylvania 

Illinois' 
Massachusetts 
Wisconsin 
Minnesota 

1909 
1909 

1907 
1908 
1908 

931,911,768 

29,101,183 
10,805,959 
18,670,404 
8,299,882 
12,446,280 

$31,211,768 

17,731,989 
8,768,456 
13,413,112 

$3  50 
9  35 
1  58 
4  12 
3  64 
6  90 

$11^,194 

2,037,503' 
5,257,293 

In  total  revenue  receipts  by  state  and  local  authorities  (including 
counties,  cities  and  other  minor  divisions)  for  1902,  Illinois  had 
less  than  half  the  per  capita  revenue  of  Massachusetts,  about  sixty 

w 

'Based  on  populatioii  tot  tibe  year  named  esttmatea  from  tbe  aaisus  returns 
fOT  1900  and  1910. 
K>ne  half  of  amounts  for  biennial  period  1908-10, 
^Sdhool  ftmd  and  tocal  bsod  luods. 
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per  cent  of  that  in  New  York  and  Calif  omia,  and  a  snudler  per 
capita  revalue  than  Peomylvama  or  a  iiiiiiib«  d  n&alter  states 
such  as  Ohio,  New  Jersey  and  Minnesota. 

RjsvsNirB  E£C£iPTS  OF  Stax£s,  Counties,  Cities  and  Othek 
MmoB  DmsiOHs  m  Spxcmxn  States,  190S^ 


state 

Total 

Per  capita* 

New  York 

$194,109,321 

$25 

40 

Pennsylvania 

100,198,452 

15 

24 

lUinois 

74,254,677 

14 

90 

Ohio 

67,701,208 

15 

45 

Massachusetts 

85,196,282 

29 

55 

New  Jersey 

35,521,767 

17 

75 

Minnesota 

27,146,141 

14 

95 

California 

42,391,133 

25 

43 

Hie  total  revenues  of  oST  the  local  authorities  in  Chicago  are  also 

smaller  per  capita  than  in  any  other  of  the  five  largest  cities  in 
the  United  States,  and  only  about  sixty  per  cent  of  that  in  New 
York  or  Boston.  The  Chicago  revenues  are  less  per  capita  than 
in  most  of  the  cities  of  over  800,000  populaticni. 

Beceipts  Foa  Meeting  Governmental  Costs  in  Specieieb 

Cm2S,1908^ 


Cities 

Total 

Per  capita 

New  York 
Chicago 
PhOadelpfaia 
St  Louis 
Boston 

9340,030,480 
63,435,853 
53366,908 
25,851,235 
SVS5;339 

$53  67 
80  SI 
35  90 

38  83 
48  33 

Proposed  Reform 

Two  efforts  have  been  made,  by  means  of  special  commissions, 
to  secure  some  general  plan  of  taxation  reform  in  lUinds.  The 

'^Compiled  and  computed  from  United  States  oensui  report  on  WsaUh,  Dsht 
and  Taxation  (1907),  pp.  982-995. 

^Computed  on  of  popnlstten  of  190(^  pins  one  fifth  of  tbe  incresse  turn 
1900  to  1910. 

&  Oensns:  Bfeki  MUfori  oa  BUHstim  af  OUt$$,  190$,  pp.  989^  MS. 
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first  of  these,  twenty-five  years  ago,  had  no  substantial  results.  The  * 
report  of  the  second  commission  was  presented  to  the  present 
General  Assanbly  which  adjcHurned  without  adopting  any  of  the 
recommendations. 

A  joint  resolution  of  the  34th  General  Assembly,  in  1885,  pro- 
vided for  a  commission  "to  amend  and  revise  the  revenue  law  of 
the  State  of  Illinois^  and.  to  propose  and  fran^  a  revenue  code, 
which  shall  be  just  to  all  classes  of  property  and  in  keeping  with 
our  complicated  system  of  business  and  individual  and  corporate 
avocations."  This  commission  reported  on  March  1,  1886.  It 
pointed  out  as  the  principal  defects  of  the  revenue  system,  the 
gross  inequality  and  low  rate  of  assessments,  the  arbitrary  and 
unjust  operation  of  the  system  of  equalizing  county  valuations,  the 
high  rate  of  taxation,  and  the  want  of  a  central  and  efficient  su- 
pervision of  administration.  It  submitted  the  draft  of  a  new 
revenue  law,  in  which*  the  following  changes  were  proposed:  the 
abolition  of  township  assessors,  and  the  substitution  of  county 
assessors  and  boards  of  review ;  certain  changes  in  the  law  regard- 
ing the  assessmrat  of  capital  stock  of  corporations  and  the  listing 
of  posimal  property ;  the  divorce  of  state  revalue  from  local  tax- 
ation ;  and  the  creation  of  a  State  Board  of  Tax  Commissioners. 
No  action  appears  to  have  been  taken  towards  carrying  out  the 
iccommendations  of  this  commission.  In  1902  the  report  was 
printed;  bat  the  only  part  of  tiie  reeommaidati<»s  whidi  has  been 
enacted  into  law  is  that  for  the  establishment  of  coonty  boaitfa 
of  review. 

As  the  result  of  a  recommendation  of  Governor  Deneen  a  com- 
mission on  taxatimi  and  revenue  was  authorised  in  1909.  The 
commi8si<m  was  appointed  by  the  governor,  and  met  for  organiza- 
tion April  14, 1910. 

This  commission  held  nine  meetings,  with  three  public  hearings ; 
and  received  and  c<nisidered  numerous  complaints  and  proposals 
for  changes  in  the  revenue  laws.  As  provided  in  the  act  creating 
the  commission,  a  compilation  of  the  tax  laws  and  judicial  deci- 
sions of  Illinois  was  prepared  and  published.^  There  was  also 
prepared  and  published,  at  the  request  of  the  ccmunission,  a  some- 
what comprehensive  descriptive  and  statistical  report  <m  tiie  "Tax- 
ation and  Revenue  System  of  Illinois,"  by  the  writer  of  this  article. 

■This  compUation  made  by  Professor  Albert  M.  Kales  of  Northwestern 
Univmity  and  Ehner  M.  Ldssmami;  and  should  be  of  much  assistance  to  tax 
and  teteaae  4rffcial%  aid  dso  to  otiim  brtei^^ 
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Ib  the  report  of  the  Special  Tax  Coamiiwiim  which  was  sub- 
mitted to  the  General  Asgembly  in  January,  1911,  the  principal 

defects  of  the  present  revenue  system  are  stated  to  be:  The  under- 
valuations and  inequalities  in  the  assessment  of  property, 
especiallj  the  notonous  mamm  of  the  terms  of  the  law  in  the 
assessmfflt  of  intangible  persoiial  property;  and  defects  in  adounr 
istration,  on  the  part  of  town  assessors  and  in  the  lack  of  an 
efficient  system  of  state  supervision. 

Ammkg  its  recommendations,  the  commission  proposed  a  funda- 
mental change  in  the  state  ecmstiitation,  so  as  to  free  the  general 
assembly  from  the  present  restrictions  in  regard  to  ^e  taxation 
of  personal  property  by  recommending  the  submission  of  the  fol- 
lowing proposed  amendment  to  the  article  on  revenue  in  the 
preset  constitutiim: — 

Seeti<m  14.  From  and  altar  tbe  date  when  this  sectkm  shaU  be  in  force  the 
powers  of  the  General  Assembfy  over  the  subject  matter  of  the  taxation  of 
personal  property  shall  be  as  complete  and  unrestricted  as  thqr  would  be  if 
seettois  <me  (1)»  three  (3),  nJoe  (9)  and  ten  (10)  of  tUs  artide  of  tbe  CoosU- 
tvtfam  did  not  eadst;  prwided,  ho«ev<^>  that  aajr  tax  levM  upcHi  perstmal  prop- 
erty must  be  nidforai  as  to  per8«NM  and  propcky  of  tile  same  class  wittUa  tihe 
jurisdiction  of  the  body  imposing  the  sasM^  and  all  exmajptiom  from  taxa* 
tlon  diall  be  by  general  low,  and  shall  be  revocable  1^  the  General  Asseniblf  at 
any  time. 

As  pointed  out  in  the  report  of  the  commission,  this  proposed 
amendment  will  not  of  itself  make  any  change  in  the  system  of 
taxation*  But  it  will  remove  restrictioiia  now  placed  on  the 
General  Assembly,  and  make  possible  the  classification  of  personal 
property  and  the  adoption  of  diiferent  methods  and  rates  of  taxa- 
tion for  different  classes.  Thus  it  would  permit  the  adoption  of  a 
special  recordmg  tax  on  mortgages,  as  in  New  York  and  Minne- 
sota, or  such  special  taxes  on  intangible  property  as  are  in  force 
in  Pennsylvania  and  Maryland.  It  would  also  make  possible  other 
methods  of  taxing  corporations,  instead  of  the  present  system  of 
capital  stock  assessments,  which  has  proven  so  unsuccessfuL  It 
would  further  permit  the  establiahmmt  of  a  habitation  tax,  and 
the  exempticm  of  some  classes  of  personal  property.  The  proposed 
amendment  was  introduced  in  the  present  General  Assembly,  but 
action  on  it  was  comphcated  by  agitation  for  other  changes  in 
the  state  constitution.  Under  the  present  ccmstitution,  ^nend- 
ments  may  be  submitted  to  not  more  than  one  article  at  the  same 
time;  and  active  efforts  were  made  to  have  an  amendment  sub- 
mitted providing  for  the  popular  initiative  and  referendum  on  gen- 
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eral  legislation.  To  meet  this  and  other  difficuUaes,  it  has  been 
proposed  to  call  a  state  constitutional  convention.  All  of  the 
proposals  for  constitutional  changes  were»  howev»»  defeated  in  the 
Genial  Asseaiblj;  and  aetim  i»  ii»  tax  amoidmeni  is  at  least 
postponed* 

In  addition  to  and  independent  of  the  proposed  constitutional 
*  amendment,  the  Special  Tax  Commission  recommended  bills  pro- 
viding for  important  dumges  in  the  machinarjr  of  tax  administra- 
ti(m.  These  included  the  establishment  of  a  pmnanmt  state 
tax  commission  to  take  the  place  of  the  present  state  board  of 
equalisation  and  with  greatly  increased  powers,  and  the  substitu- 
tion of  county  assenoia  in  place  of  town  assessors  in  counties 
undor  township  organizatiim.  Tbe  reemnmradatioii  in  favor  of 
county  assessors  is  similar  to  that  made  by  the  Revenue  Conunission 
of  1886 ;  and  should  bring  about  a  more  efficient  and  more  equitable 
assessment  of  (Ntop^y  for  taxation.  Such  a  change  has  been 
made  in  Kansas,  and  has  been  sn^ggested  by  the  Wisconsin  Tax 
Commission,  while  many  states  have  a  system  of  county  assess- 
ment, and  in  others  there  is  a  more  effective  supervision  over  town 
assessors  by  county  officials  than  in  Illinois. 

In  its  main  purposei  the  proposal  f<nr  a  permanent  tax  commis- 
sion also  raiewed  one  of  the  principal  recommendations  of  the 
special  commission  of  1886.  But  in  the  details  of  its  organization 
and  powers  the  plan  now  presented  is  different  from  the  earlier 
plan  and  Is  similar  to  that  of  the  perman^t  commissions  estab* 
fished  in  recrat  years  in  about  twmtj  states,  including  Ifichigan, 
Wisconsin,  Minnesota,  New  Jersey,  Oregon  and  Ohio.  The  bill 
submitted  provided  for  a  commission  of  three  members  to  be  ap- 
pointed by  the  governor  and  senate,  for  terms  of  six  years,  at  a 
salary  of  $7»500  per  year  fcxr  each  member.  It  was  intended  to 
make  the  commission,  so  far  as  possible,  a  non-partisan  body; 
and  no  member  was  to  be  permitted  to  serve  on  or  under  any  politi- 
cal committee  or  to  engage  in  any  other  occupation  or  business 
while  a  modber  of  the  ccnnmission. 

Hiis  commksi<m  was  to  have,  in  the  first  place,  all  the  ipowers 
and  duties  of  the  present  state  board  of  equalization,  in  regard 
to  equalizing  coimty  valuations  and  assessing  railroad  property 
and  the  capital  stock  of  Illinois  corporations.  In  addition,  it 
would  have  important  powers  of  gen»al  snpervisicm  oret  the  local 
administration  of  the  assessment  and  tax  laws  of  the  state.  The 
primary  responsibility  for  the  original  assessment  of  property 
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would  be  left  in  the  hands  of  the  local  assessors,  and  the  presoit 
supervisory  powers  of  the  county  boards  of  review  would  remain. 
But  it  was  proposed  to  give  the  sUte  tax  commission  authority  to 
advise  and  instruct  the  local  assessors  in  the  discharge  of  their 
duties,  the  power  to  take  measures  to  see  that  the  revenue  laws 
are  enforced,  the  power  to  hear  and  determine  appeals  from  the 
actimi  of  the  county  boards  of  review,  and,  in  special  cases,  where 
the  original  assessnumt  ia  shown  to  be  unjust  and  inequitable, 
power  to  appoint  special  assessors  and  direct  a  reassessment  of 
'  property  in  a  particular  taxing  district.  It  was  also  proposed  that 
the  permanent  state  commission  should  have  power  to  investigate 
the  efficiency  of  the  administration  of  the  tax  and  revenue  laws  in 
Illinois,  to  examine  the  tax  laws  and  their  operation  in  other  sUtes 
and  coimtries,  and  to  recommend  to  the  General  Assembly  changes 

in  the  revenue  laws. 

Such  a  commission  should  be  able  to  bring  about  a  considerable 
improvement  in  the  administration  of  the  present  revenue  laws,  <»«d 
also  to  aid  in  securing  useful  changes  in  the  system  of  taxation, 
especially  if  the  proposed  constitutional  amendment  is  adopted.  A 
bill  providing  for  the  proposed  state  tax  commission  was  intro- 
duced in  the  CUmeral  Assembly,  but  failed  of  passage. 

In  spite  of  the  absence  of  immediate  results  from  the  work  of  the 
committee,  it  may  be  said  that  its  recommendations  have  be«i 
favorably  received,  and  that  further  discussion  may  lead  to  their 
adoption  in  the  future. 

JoHV  A.  Faieus. 

Umvertity  of  lUvnoi*. 


